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SUBJECT: NEW MONETARY MEASURES: DISCOUNT RATE, BANK CREDIT 
LIMITS AND RESERVE REQUIREMENTS 

REF: ROME 3732 OF FEBRUARY 19, 1974 

1. /SUMMARY/. INTERMINISTERIAL CREDIT COMMITTEE ADOPTED 
FOLLOWING MAJOR MEASURES ON DECEMBER 23: 1 ) BASIC DISCOUNT 
RATE WAS REDUCED FROM 9 PERCENT TO 8 PERCENT; 

2) 15 PERCENT BANK CREDIT LIMIT IN 1974/75 WAS MADE INAPPLICABLE 
TO LARGE DEBTORS AND TO SOME EXPORT CREDITS AND PRIORITY IS 
TO BE GIVEN TO BOI DISCOUNTING OF EXPORT PAPER; 3) BANKS WILL BE 
PERMITTED TO USE PUBLIC WORKS AND PUBLIC SERVICE BONDS, 

AS WELL AS INCREASED AMOUNTS OF MORTGAGE BONDS, AS PART OF 
REQUIRED RESERVES. /END SUMMARY/. 

2. /DISCOUNT RATE/. INTERMINISTERIAL CREDIT COMMITTEE 

REDUCED BASIC BOI RATE FOR DISCOUNTS AND ADVANCES FROM 9 PERCENT 
TO 8 PERCENT (REFTEL). HEAD OF BOI RESEARCH OFFICE INDICATES 
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THAT MAXIMUM 3 PERCENT ADDITIONAL PENALTY RATES, 
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AT LEAST FOR FIXED TERM ADVANCES, WILL BE REDUCED BY 1/2 PERCENT 
SO THAT MAXIMUM RATE FOR REPETITIVE BORROWINGS FROM CENTRAL 
BANK WILL BE 1 1 1/2 PERCENT INSTEAD OF 12 PERCENT. MAJOR REASON 
BEHIND REDUCTION OF BOI INTEREST RATE FOR DISCOUNTS AND ADVANCES 
IS TO PERMIT CORRESPONDING MODEST DECLINE IN BANKS' LENDING 
AND DEPOSIT RATES. BANKS HAVE BEEN EXERTING STRONG PRESSURE ON 
BOI TO LEGISLATE REDUCTION IN THEIR DEPOSIT RATES ON GROUNDS 
THAT THEY ARE TOO HIGH TO BE REMUNERATIVE AND ON GROUNDS THAT 
THEIR CORRESPONDINGLY HIGH LENDING RATES ARE FEEDING INFLATION. 

3. /15 PERCENT BANK CREDIT LIMIT/: LIMIT ON INCREASE IN BANK 
CREDIT OF 15 PERCENT DURING PERIOD 

APRIL 1. 1974 TO MARCH 31, 1975 WILL NOT APPLY TO BANKS' 

CLIENTS WHOSE DEBT TO BANK ALREADY EXCEEDS 500 MILLION LIRE. 

LIMIT WILL ALSO BECOME INAPPLICABLE DURING REMAINDER OF THIS 
PERIOD TO LIRA AND FOREIGN CURRENCY EXPORT CREDITS FOR GOODS. 
ALSO, BOI WILL GIVE PRIORITY TO THESE EXPORT CREDITS IN ITS 
DISCOUNTS AND ADVANCES, ON BASIS SUBMISSION OF SUPPORTING 
CUSTOMS DOCUMENTS. GOI RECONFIRMS THAT CREDIT LIBERALIZATION 
WILL NOT AFFECT LIMIT ON GLOBAL BANK CREDIT IN THIS PERIOD OF 
INCREASE OF 22,400 BILLION LIRE. 

4. /RESERVE REQUIREMENTS/. ITALIAN BANKS MAY HENCEFORTH USE 
BONDS ISSUED TO FINANCE PUBLIC WORKS AND PUBLIC SERVICE PROJECTS 
AS PART OF OBLIGATORY RESERVES AGAINST DEPOSIT LIABILITIES. 

BANKS WILL ALSO BE ALLOWED TO SUBSTITUTE ADDITIONAL MORTGAGE 
BONDS FOR REQUIRED RESERVES (IN PLACE OF CASH) OF UP TO ADDI 
TIONAL 300 BILLION LIRE. FURTHER SUBSTITUTION OF BONDS TO 
FINANCE POPULAR HOUSING IS ANTICIPATED. 

5. /INDEXED HOUSING/SAVINGS PLAN/. COMMITTEE HEARD REPORT 

ON PLAN DEVELOPED BY BOI WHICH WOULD CREATE INDEXED SAVINGS 
DEPOSITS TIED TO COST OF LIVING AND LINKED TO VARIABLE 
INTEREST HOUSING LOANS. COMMITTEE TOOK NO ACTION ON THIS 
PROPOSAL. 

6. /COMMENTS/. IN INTERVIEW FOLLOWING COMMITTEE MEETING, 

TREAS MINISTER COLOMBO NOTED THAT ITALY HAD STAYED WITHIN 
ITS IMF CREDIT CELINGS, THAT BALANCE OF PAYMENTS IMPROVEMENT 
WAS CONTINUING AND THAT THERE WERE EVEN SOME TIMID SIGNS 
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OF PRICE DECELERATION. HE STRESSED THAT LIBERALIZATION OF 
CREDIT WITH REGARD TO EXPORTS, PUBLIC WORKS AND HOUSING, WOULD 
NOT BE IN CONFLICT WITH ITALY'S INTERNATIONAL COMMITMENTS. 
MEASURES WERE MOTIVATED BY DESIRE TO STRENGTHEN BALANCE OF 
PAYMENTS AND TO STIMULATE PRODUCTION AND EMPLOYMENT.VOLPE 
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